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CONFIDENTIAL SANTIAGO 5106 

EO 11652: GDS 
TAGS: EFIN, ETRN, Cl 

SUBJECT: CIV AIR - RECIPROCAL INCOME TAX EXEMPTION AGREEMENT 
REF: SANTIAGO 5082 

1. FOREIGN MINISTRY HAS NOT ACTED UPON OUR SUGGESTION THAT 
THEY REPLY TO OUR NOTE 505 OF OCTOBER 22, 1972 ON THIS SUBJECT. 
RATHER, FONMIN ECONOMIC DIRECTOR BURR HAS PASSED US NOTE DATED 
JULY 23, MAKING NO REFERENCE TO OUR NOTE, BUT FORMALLY 
SUGGESTING AGREEMENT BE CONCLUDED AND TRANSMITTING FOR THIS 
PURPOSE TEXT CHILE USES WITH ANDEAN PACT PARTNERS. 

2. INFORMALLY, BURR SUGGESTED THAT OUR NOTE 505 WOULD BE 
ACCEPTABLE IF CHANGED TO COVER ONLY AIR TRANSPORTATION. THEY 
ALSO WANT EFFECTIVE DATE OF EXEMPTION TO REMAIN JANUARY 1, 1972, 
AS PROPOSED IN OUR NOTE, MAKING AGREEMENT, IN ESSENCE, RETRO- 
ACTIVE. 

3. ACCORDING TO BURR, LAN CHILE UNABLE TO PAY ABOUT $2 MILLION 
OWED IRS ON INCOME EARNED SINCE JANUARY 1972. (WE UNDERSTAND 
BRANIFF PAID APPROXIMATELY $200,000 TAXES TO GOC IN THAT 
PERIOD.) BURR STRESSED URGENCY OF MATTER SINCE BELIEVES IRS 
WILL ACT SOON. 
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